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Centlemen:

‘Enclosed is your copy of Contract No
e SE=
with the requested changes made therein. >%

Very truly yours.

STAT

5
, \loq/
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NEGOTIATED CONTRACT CONTRACT NO, SE-509

Granger Associates
966 Commercial Street
Palo Alto, California

Contract for: See Schedule Amounts $71,352.00
Mail Invoices tot Performance Period:
See Schedule

Administrative Data:

This contract is entered into by and betwesn the United States of
America, hereinafter called the Govermnment, representsd by the
Contracting Officer executing this contract, and the above named
Contractor which is a corporation, incorporated in the State of
California hereinafter called the Contractor,

The parties hereto agree that ths Contractor shall furnish the
facilities and deliver all supplies and perform all the services
set forth in the attached scheduls issued hersunder, for the cone
sideration stated therein.

The rights and obligations of the parties to this contract shall be
subject {0 and governed by the attached schedule and General Provi-
sions, In the event of any inconsistency between the Schedule and
the General Provisions, the Schedule shall control.

IN WITRESS WHEREOF, the parties herato heve executed this contract

; as of ____ AY § josg 1959,

| —Simatures S — .

f | GRANGER ASSOCIATES THE UNITED STATES OF AMFRICA
STAT
STAT

; BY

: y : v

f TITLE /  President Contracting Officer
STAT
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Contract No. SE-509

CERTIFICATE

I, , certify that

I am the Assistant Secretary of the Corporation named

as Contractor herein; that vho

vsig'ned this contract on behalf of the Contractor was then

President of said Corporation; that said con-

tract was duly signed for and in behalf of said Corporation by
asuthority of its governing body, and is within the scope of its Cor-

porate povers.

__(Corporate Seal)

2w
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Contract No, SE=509

INDEX 1O SCHEDULE
PART I SCOPE OF womOQOOOU0.0QOQQOOOQ0...0....'...0....0..I..‘
Pm XI m“m!....l......lU‘.OOO...QOO!l.....i..‘.‘..‘...l..‘
PART IIT  WAIVER OF REQUIREMENTS OF GENERAL PROVISIONS.e..eesceeh
PART IV SPECIAL SECURITY RESTRICTIONS..eececesvcsvesscscsencesd
PART v MICIPATGR! cmm....lotooobt00.00.00000'00000....0..5
Pm VI PRICE HmmnaTxon...t...0....0.'0........'..00..0.5
GENFRAL PROVISIONS
3
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Contract No. SE~509
SCHEDULE
PART I - SCOPE OF WORK

Contractor shall furnish the necessary supplies, services and
materials to accomplish the work set forth belouw:

Itan 1 ~ Fabricate two (2) each Production Models of the One
Watt Traveling Wave Tube Repeater Jammer, Mod 504, capable
of performance in an operational enviromment of 4.5 FSI, et
& unit price of $32,433.00 and & total price of $64,866.,00.

‘ « Within 30 days after receipt of this contract,
Contractor shall furnish a recommended list of necessary
spare parts and related equipment required to maintain the
units called for under Item 1 for a period of one (1) year.
Upon approval of said list, with revisions, if any, the
parties shall negotiate an equitable adjustment in the
contract price and such adjustment will be evidenced by an
amendment to this contract. '

- Contractor shall furnish personnel as required to
assist Government personnel in the evaluation and flight
testing of the units called for under Item 1 at a Govern-
ment Test Site., Such testing is anticipated to include
as a minimum & total of six (6) flights, The price for
such assistance shall be negotiated by the partles at a
future date and such negotiation shall be evidenced by an
amendment to this contract, '

" PART II - DELIVERY

(a) Contractor shall furnish the work called for under PART 1
above in accordance with the following schedule?

Item. ] = Contractor shall deliver one (1) unit on or before
20 July 1959 and the second unit no later than 20 August 1959.

« Delivery of spars parts shall be negotiated at the
time of approval thereof,

Iten 3 -~ To be nagotiated.

(b) Inspection and acceptance shall be at Destination, however,
price is F.0.B. Contractor's Plant, Shipping instructions will be
furnished at a later date by the Contracting Officer.

Notwithstanding the requirements of any of the Gsneral Provisions
of this contract to the contrary, whensoever the Contractor, in perfore
mance of the work under this contract, shall find that the requirements

A
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Contract No, SE=509

of any of the clauses of the General Provisions are in conflict with
security instructions issued to the Contractor by the Contracting Officer
or by his duly asuthorized representative for security matters, the
Contractor shall call the attention of the Contracting Officer to such
conflict and the Contracting Officer or his duly authorized representative
for sscurity matters shall ?1) modify or rescind such security require=
nents or (11) the Contracting Officer shall issue to the Contractor a
waiver of compliance with the requiremsnts of the General Provislons
conflicting with such security requirements, Any waiver of compllance
with the General Provisions of this contract issued by the Contracting
Officer shall be in writing, except that the approval by the Contracting
Officer of any subcontract issued hereunder by the Contractor shall be
desmed to constitute approval of waiver of any clauses of the General
Provisions in conflict with the stipulations of such suboontract.

PART IV - SP¥(

The Contractor shall not reveal (i) the specific nature or any
details of the work being performed hereunder or (11) any information
whatsoever with respect to the department of the Govermment sponsoring
this contract and the work thersunder except as the Contractor s
directed or permitied to reveal such information by the Contracting
Officer or by his duly authorized representative for security mstters,
and notwithstanding any clauss or section of this contract to the
contrary, the Contractor shall not interpret any clause or section of
this contract as requiring or permitting divulgsnce of such information
to any person, public or private, or to any officer or department of the
Govermment without the express consent of the Contracting Officer or his
duly authorized representative for security matters.

PART V - ANTICIPATORY CQSTS

A1l costs which have been incurred by the Contractor on or
after 20 April 1959 in anticipation of and prior to the signing of this
contract, and which Af incurred after the signing of this contract
would have been considered as itams of allowable costs hereunder, will
be accepted by the Contracting Officer as costs under this contract,

A, Because of the nature of the work called for by this contract
and the great uncertainty as to the cost of performance hereunder, the
parties agree that the contract price set forth in the Schedule hersof
:lay be increased or decreased in accordance with ths provisions of this

ause,

B. Within 60 days after the completion or termination of this
contract, the Contractor will file with the Contracting Officer a
statement showing, in such form and detail as the Contracting Officer
may prescribe, the Contractor's cost of producing the supplies or -
furnishing the services called for hereunder, together with such
other information as may be pertinent in the negotiations for a rede-
termined price pursuant to this clause, Such statement of cost shall

5
Sanitized Copy Approved for Release 2011/01/04 : CIA-RDP89B00709R000200450005-3




Sanitized éépy Abproved for Releése 2011/01/04 : CIA-RDP89B00709R000200450005-3

fairly reflect the normal operation of the Contractor's cost system,

The Contracting Officer shall have ths right at all reasonable times

to make or cause to be made such examinations and audits of the
Contractor's books, records and accounts as he may request. The

Contractor further agrees to include in each of his subcontracts which

is on a cost or cost~plus-a-fixed-fes or a price redetermination basis

a provision to the effect that the subcontractor agrees (i) to submit

to the Contracting Officer such cost data es may be required for price
redstermination, (1i) to permit the Contracting Officer to make or cause

to be made such examination and audite of books, records and accounts ae
the Contracting Officer may deem necessary, and (1i1) to include a like pro-
vieion in each of his subcontracts which 18 on a cost or costeplus~a-fixed-
fea or & price redetermination basis,

Go Upon the filing of the statement and other pertinent information
required by paragraph (B) of this clauss, the Contractor and the
Contracting Officer will promptly negotiate in good faith to agree upon
a reagonable redetermined price for the entire contract which, upon the
basis of such statement and other pertinent information, will constitute
fair and just compensation to the Contractor for the performance of this
contract. In determining the sxtent of any estimated allowsnce for
profit to be taken into account in fixing such redetermined price, oconside
sration will be given to the extent to which the Contractor has performed the
contract with efficiency, economy emd ingenuity. The redetermined price shall
be evidenced by a supplemental agresment to this coptract. In no event shall
the redetermined price excesd the sum of $Y1,352.00,

Do If within 60 days after the completion or termination of this
contract, the partiss shall fail to agree upon a redetermined price
(which term, for the purpose of this clause, shall include direct costs,
indirect costs and profit) in accordance with the provisions of this
clause, the fallure tc agres shell be a dispute concerning a question
c:glfao: wighin the meaning of the clause of this contract entitled

Visputes,

E. In the event of a price increass tha Govermment will pay or
eredit to the Contractor the amount by which the redetermined price
shall excesd the contract price aforesaid. In the event of a decrease
in price the Contractor will repay or credit the amount of such dee
geaa: to the Goverrment in such manner as the Contracting Officer may

rect,

F. For any of the purposes of the clause of this contract
entitled *Termination for Convenlence of the Government" (including
without limitation, computation of "the total contract price” and “the
contract price of work not terminated"), the contract price shall be the
redetermined contract price sgreed upon under paregrarh (C) of this clause
or determined under paragreph (D) of this clause, as the case may be,

6

Sanitized Copy Approved for Release 2011/01/04 : CIA-RDP89B00709R000200450005-3




£

tf Eaa

Sanitized Copy Approved for Release 2011/01/04 : CIA-RDP89B00709R000200450005-3

“ \ / .

. -

INDEX TO GENERAL PROVISIONS

Article No, o ) Page No.
1o DEFINITIONS=—o oo oo o 1
2. CHANGES = o e e e e e e 1
3o EXTRAS o o e o e e 2
be VARTATION IN QUANTITYemmo o com oo 2
5. INSPECT TON— = == m e m e e 2
6. RESPONSIBILITY FOR SUPPLIES~mmm—m-m ———————————— 3
7. PAYMEN TS = o o e e 3
8. AGSTGNMENTSOF CLATMS mmm e merm e e e e e e e e e L
9+ ADDITIONAL B! ND SECURITY=mmmmmmrommm e mmmm e b
10.  FEDERAL, STATE, AND LOCAL TAXES-=-cmeemmmc————— N
11.  DEFAULT--m-mm- e e e 6
12, DISPUTTSem sk b s oo 8
13.  SOVIET CONTROLLED AREAS~-e——m—n e 8
L.  EIGHT-HOUR IAW OF 1912-~c—cemmmmcimeccoo oo e 9
15,  WALSH-HEALEY PUBLIC CONTRACTS AGTmmmmmommmmemem 9
16. NONCISCRIMIJATION IN EMPLOYMENT=~c— o mm ;e e 9
17, OFFICIALS NOT TO BENEEITwm——cm e e e e 10
18. COVENANT AGAINST CONTINGENT FEES—mwmmmmeme e 10
19, TERMINATION FOR CONVENIENCE BF THE GOVERNMENT-- 10
20, AUTHORIZATION AND CONSENTermmmmm e o e e e e e e 15
21. NOTICE AND ASSISTANCE, REGARDING PATENT- oo

' INFRINGEMEN T — e e e e e 15
22, BUY AMERICAN ACT=mmmmmc oo oo e oo 15
23, FILING OF PATENT APPLICATIONS=mmmmee oo e e 16
2. PATENT RIGHTSmmm e o m o oo 17
25, REPORTING OF ROYALTIES~——— o s e i mo e 21
26. RIGHTS IN DATA = UNLIMITEDeeee oo oo 23
27, MILITARY SECURITY REQUIREMENTS-=-mmmmmm e 2L
28, UTILIZATION OF SMALL BUSINESS CONCERNS—-n-nmmmm 25
29, EXAMINATION OF RECORDSmmomm—mmmm s em oo oo 25
30. N 26
31. CONVICT LABOR=m=mm ot m e e e e 26
32, NOTICE TO THE GOVERNMENT OF LABOR DISPUTES-——wew 26
33, MATERIEL INSPECTION AND RECEIVING REPORT—mcwew- 26
3h.  SUBCONTRACTSe=mmmmme s oo 27
35, SUBCONTRAC TS~ = e e e e e 28
36, AIRCRAFT IN THE OPEN--mowmmem e ————————— 27
37. INSPECTION AND BUDIT=m- oo oo 28
38. GOVERNMENT%FURNISHED PROPERTYwm oo 28

Sanitized Copy Approved for Release 2011/01/04 : CIA-RDP89B00709R000200450005-3



~

Sanitized Copy Approved for Release 2011/01/04 : CIA-RDP89B00709R000200450005-3

° ¢ \“ e T

GENERAL PROVISIONS

1. DEFINITIONS (ASPR 7-103.1)

As used throughout this contract, the following terms shall have
the meanings set forth below:

(a) The term “Secretary" means the Secretary, or any Assistant
Secretary of the Department, and the head or any assistant head of the
Federal agency; and the term "his duly authorized representative” means
any perscn or persons or board (other than the Contracting Officer)
authorized tc act for the Secretary.

(v) The term "Contracting Officer" means the person executing
this contract on behalf of the Government, and any other officer or
civilian employee who is a properly designated Contracting Officer;
and the tcrm includes, cxcept at otherwise provided in this contract,
the guthorized representative of a Contracting Officer acting whithin
the limits of his authority.

(c) Except as otherwise previded in this contract, the tcrm
"subcontracts" includes purchase orders under this contract.

2.  CHANGES (ASPR 7-103.2)

The Contracting Officer may at any time, by a written order, and
without nctice t6 the sureties, make changes, within the general scope
of this contract, in any one or monme of the following; (i) Drawings,
designs, cr specifications, where the supplies to be furnished are to
be specially manufactured for the Government in accordance therewith;
(i1) method of shipment or packing; and (iii) place of delivery, If
any such change causes an increase or decpease in the cost of, or the
time required for the performance of any aprt of the work under this
centract whether changed or not changed by any such order an equitable
adjustment shall be made in the contract price or delivery schedule, or
both, and the contract shall be modified in writing accordingly. Any
claim by the Cuntractor for adjustment uncer this clause must be asserted
within 60 days frcm the date of receipt by the Contractor of the noti-
fication of chage; PRCVIDED, however, That the Contracting Officcr, if
he decices that the facts Justify such action, may receive and act
upon 2ny such claim asserted at any time prior to final payment under
this contract. Where the cost of property made obsclete or excess
as result of a change is included in the Contractor's claim for
adjustment, the Contracting Officer shall have the right to prescribe
the manner of disposition of such property, Failure to agree to any
adjustment shall be a dispute cencerning a question of fact within the
meaning of the clause of this contract entitled "Disputeg, " However,

- nothing in this clause shall excuse the Contractor from proceeding with

the contract as changed.

EP or PR
1L July 58 -1-
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3. - EXTRAS (ASPR 7-103.3)

Except as otherwise provided in this contract, no payment for extras
shall be made unless such extras and the price therefor have been
authcrized in writing by the Contracting Officer.

L. VARIATION IN QUANTITY

No variation in the quantity of any item called for by this contract
will be accepted unless such variation has becn caused by conditions cf
loading, shinping, or packing, or allowances in manufacturing processes,
and then only to the extent, if any, specified elsewhere in this
contract.

5. INSPECTION (ASPR 7-103.5)

(a) all supplies (which term throughout this clause includes without
limitation raw materials, components, intermediate assemblise, and end
products) shall be subject to the inspection and test by the Government,
to the extent practicable at all times and places inclucding the period
of manufacture, and in any event prior to acceptance. '

(b) 1In case any supplies or lots of supplies arc defective in
material or workmanship or otherwise nct in conformity with the requirements
of this contract, the Govermment shall have the right eith to reject
them (with or without instructions as to their (disposition) or to
require their correcticn. Sdpplies or lots of supplies which have been
rejected or required to be corrected shall be removed or, if pcrmitted
or required by thc Yontracting Officer, corrected in place by and at
the expense of the Contractor promptly after notice, and shall not
thereafter be tendered for acceptance unless the former rejection or
requirement of correcticn is disclosed. If the Contractor fails promptly
to remove such supplies or lots of supplies which are required tc be
removed, or promptly to replace or correct such supplies or lots of
supplies, the Government either (i) may by contract or otherwise replace
cr correct such supplies and charge to the Contractor the cost occasioned
the Government thereby, or (ii) may terminate this contr~ct for cefault
as provided in the clause of this contract entitled "Default." Unless
the Contractor cofrects or replaces such supplies within the delivery
schedule, the Contracting Officer may require the delivery of such supplies
at a reduction in price which is equitable under the circumstances. Fail-
ure to agree to such reduction of price shall be a dispute concerning a
question of fact within the meaning of the clause of this contract
entitled "Disputes.”

(c) If any inspection or tecst is made by the Government on the premises
of the Contractor or a subcontracter, the Contractor withcut additicnal
charge shall provide all reasonable facilities and assistance for the
safety anc ccnvenience of the Government inspectors in the performance of
their dutics. If Government inspection or test is made at a point other
than the premises of the Contractor or a subcontractor, it shall be at
the expense of the Government except as otherwise provided in this

FP or PR
1l July 58 -2
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contract: PROVIDED, That in case 'of rejection the Government shall not
be liable for any reduction in valye of samples used in connection with
such inspection cr test. All inspections and tests by the Government
shall be performed in such a manner as not to unduly delay the work.

The Government rescrves the right to charge to the Contractor any additional
cost of Government inspection and test when supplies are not ready at the
time such inspection and test is reguested by the Contractor or when rein-
spection or retest is necessitated by prior rejecticn. Acceptance or
rejection of the supplies shall be made as promptly as practicable after’
delivery, except as otherwise provided in this contract; but failure to
inspect and accept or reject supplies shall neithcr relieve the Contractor
frem responsibility for such supplies as are not in accordance with the
contract requirements nor impcse liability on the Government therefor.

(@) The inspection and test by the Government of any supnlies or lots
thereof docs not relieve the Contractor from any responsibility regarding
defects or other failures tormest the contract requirements which may be
discovered prior to acceptance. FExcept as otherwise provided in this
contract, acceptonce shall be cenclusive except as regfards latent defects,
fraud, or such gross mistakes as amount to fraud.

(e) The Contractor shall provide and maintain an inspection system
acceptabel to the Government covering the supplies hercunder. Records of
all inspection work by the Contractor shall be kept complete and available
to the Government curing the performance of this contract and for such
lenger periocd as may be specified elsewhere in this contract.

6.  RESPONSIBILITY FOR SUPPLIES (ASPR 7-1C3.6)

Except as otherwise provided in,this contract, (i) the Contractor shall
be responsible for the supplies covered by this contract until they are
delivered at the designated delivery point, regardless of the point cof
inspection; (ii) after delivery to the Govérnment at the designated point
and pricr to acceptance by the Government or rejection and giving notice
thereof by the Government, the Government shall be responsible for the loss
or destruction of or damage to the supplies only if such loss, destruction,
or damage results from the negligence of cfficers, agents, or employces of
the Government acting within the scope of their employment; and (iii) the
Contractor shall Lear all risks as to rejected sup.lies after notice of
rejection, except that the Govermment shall be responsible for the loss,or
destruction of, or damage to the supplies only if such loss, destruction or
damage results from the gross negligence of officers, agents, or employees
of the Government acting within the scope of their employment.

T« PAYMLNTS (ASPR 7-103.7)

The Contractor shall be paid, upcn the submission of proper invoices or
vouchers, the prices stipulated herein for supplies delivered and accepted
or services rendered anc accepted, less deductions, if any, as hcrein
provided. Unless otherwise specifiedy payment will be made on partial

FP or PR
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deliveries accepted by the Government when the amount due on such ce-
liveries sc warrants; or, when requestca by the Contractor, payment for
accepted partial deliveries shall be made whenever such payment would
equal or exceed either 1,000 or SQ percent of the total amcunt of

this contract. :

8. ASSIGW:..ENT OF CLAIMS {ASPR 7-103.8)

(a) Pursuant to the provisions of the Assignment of Claims Act of
1940, as amended (31 U. S. Code 203, L1 U. S. Code 15) if this contract
prov1dcs for payments aggregating ¢l 000 or more, claims for monies due
or to beccme cdue the Contractor froem the Government under this contract
may be assigned to a bank, trust company, or other financing institution,
including any Federal lcnulng agency, and may thereafter be further
assigned and re-assigned to any such institution. Any such assipnment or
reassignment shall cover all amounts payable under this contract and not
already paid, and shall not be made to more than one party, except that
any such assignment or reassignment.may be made to ane party as agent or
trustee for two or more parties participating in such financing. Notwith-
standing any provisions of this centract, payments to an assignee of any
monics due or tc become due under this cohtract shall not, to the extent
provided in said Act, as amended, be subject to reductlcn or set-off.

(b) 1In no event shall copies of this contract or of any plans,
specifications, or other similar dogcuments relating to work under this
contract, if marked "Top Secret," ”Sccret " or "Confidential", be
furnlshea to any assignee of any claim arising under this contract or to
any other perscn not entitled to receive the same: PROVIDED, That a
copy of any part or all of this contract so marked may be furnished, or
any information contained therein may Le disclosed, to such assignee upon
the prior written authorization of the Contractlng Officer

(¢) The Contractor shall obtain thewitten authorization of the
Contracting Officer prior to the assignment of any rights under this
contract.

9. ADDITIONAL BOND SECURITY (4SPR 7-103.9)

If any surety upon any bond furnished in connection with this contract
becomes unacceptable to the Government, or if any such surety fails to
furnish repcrts as to his financial condition from time tc time as
requested by the Govermment, the Contractor shall promptly furnish such
additional security as may be required from time to time to protect the
interests of the Government and of persons supplying labor or materials
in the presecution of the work contemplated by this contract.

10. FEDERAL, STATE, AND LOCAL TAXES (ASPR 11-401.1)
(2) As used throughout this clause, the term "tax inclusive date" means

the date of ncgotiated contracts and the date set for the opening of bLids
for contracts entered into through formal advertising, As to additional

FP or PR
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supplies or serviccs procured by mocdification to this contract, the term
"ax inclusive date" means the date of such modification.

(b) Except as may be otherwise provided in this contract, the
contract price includes all Federal, State, and local taxes and duties
in effect and applicable to the contract on the tax inclusive date, except
taxes, (other than Federal transportation taxes) frem which the Government,
the Contractor, or the transaétions or property covered by this contract
arc then exempt. Unless specifically excluded, duties are included in
the contract price, and, if freight is included in the contract price,
Federal transportation taxes are likewise incluced.

(¢) (1) If the Contractor is required to pay or bear the burden

(1) of any tax or duty, which either was not to be included in the
contract price pursuant to the requirements of paragraph (b) or was
specifically excluded from the contract price by a provision of this
contract; or '

(ii) of an increase in rate of any tax or duty, whether or not such
tax or duty was excluded from the contract price; or of any interest or
penalty thereon, the contract price shall be correspendingly increased;
PROVIDED, that the Contractor warrants in writing that no amcunt fer such
tax, duty, or rate increase was included in the contract price as a contin-
gency reserve or otherwise; and PROVIDED further that liability for such
tax, duty, rate increase, interest, or penalty tax,was not incurred throuch
the fault or negligence of the Contractor or its failure to follow instruc-
ticens of the Contracting Officer.

(2) If the Contractor is not required to pay or bear the burder, or
obtains a refund or drawback, in whole or in part, of any tax, duty,
interest, or penalty which (i) was to be included in the contract price
pursuant to the requirements of parapgraph (b), (ii) was included in the
contract price, cr (iii) was the basis of an increase in the contract
price, the contract price shall be correspondingly decreased or the amount
of such relief, refund, or drawback shall be paid to the Government, as
directed by the Contracting Officer. The contract price also shall be
correspondingly decreasec if the Contractor, through its fault or negli-
genee or its failure to follow instructions of the Contracting Officer;is
required to pay or bear the burden, or does not obtain a refund or draw-
back.cf any such tax, duty, interest, or penalty. Intcrest paid or credited
to the Contractor incident to a refund of taxes shall inure to the benefit
of the Government to the extent that such interest was earned aftor the
Contractor was paid or reimbursed by the Government for such taxes.

(3) Invoices or vouchers covering any adjustment of the contract price
pursuant to this paragraph (c¢) shall set forth the amount thereof as a
separate item and shall identify the particular tax involved.

(L) Nothing in this paragraph, (¢) shall be applicable to social
security tnxes; net income taxes; exccss profit taxes; capital stock taxes;
Federal transportaticn taxes, excépt changes in the rate thereof, in-
cluding repeal; pertaining to shipments from the Controctor to the
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Government; unemployment compensatjon taxes; or any State and local

. taxes, except those levied on or méasured by the €ontract or sales price
of the services or cuampletcd supplies furnished under this contract,
including grdss income taxes, gross receipts taxes, scles and use taxes,
excise taxes, or franchise or occupation taxes measured by sales or
receipts from snles, SR

(5) No adjustment of less than $100 shall be made in the contract
price pursuant to this paragraph.

(&) Unless there does not exist any rcasonable basis to sustain an
exemption, the Government agrees upon request of the Contractor, withcut
further liability except as otherwise provided in this contrzet to
furnish evidence appropriate to establish exemption from (i) any Federal
tax, which the Contractor warrants in writing was excluded from the
contract price, or (ii) any State or local tax; PROVIDED that evidence
appropriate to establish exemption from duties will be furnished, and
Gevernment bills of lading will be issued only at the discretion of the
Contracting Officer, In additicn, the Contracting Officer may furnish
evidence appropriate to establish exemption frcm any tax that may,
pursuant to this clause, give rise to ecither an increasc or decrease in
the contract price. )

(¢) (1) The Contractor shall promptly notify the Contracting Officer
cf all matters pertaining to Federal, State, and local taxes and duties
that reascnably may result in cither an increase or decrease in the
contract price. '

(2) Whenever an increase or decrease in the contract price may be
required under this clause, the Confractor shall take acticn as directed
by the Contracting Officer, and the contract vrice shall be equitably
adjusted to cover the costs of such action, including any interest, pen-
alty, and reasonable attorney's fees.,

11. DEFAULT (ASPR 7-103.11)

{a) The Government may, subject to the provisions of paragraph (c)
below, by written notice of default to the Contractor, terminate the
whole or any part of this contract in any cne of the following circum-
stances:

1{1)If the Contractor fails to make delivery of the supplies or to
perform the services within the time specified herein or any extension
thereof; or

(ii) if the Contractor fails to pefferm any of the other provisions
of this contract, or so fails to make progress as to cendanger perfommance
of this contract in accordance with its terms, and in either of these two
circumstances does not cure such failure within a period of 10 days (or
such longer period as the Contracting Officer may authorize in writing)
after receipt of notice frem the Contracting Officer specifying such
failure.
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() In the event the Government terminates this contract in whole or
in part as provided in paragreph (aj of this clause, the Governmen? may
procure, upon such terms and in such manner as the Contracting Officer .
may deem appropriate, supplies or pervices similar to those so terminated,
and the Contractor shall be liable to the Government for any excess
costs for such similar supplies or services: PROVIDED, That the Con-
tractor shall continue the performance of this contract to the extent
not terminated under the provisions of this clause.

(c) Except with respect to defaults of subcontractors, the Con-
tractor shall not be liable for any excess costs if the failure to
perform the contract arises out of causes beyond the control and without
the fault or negligence of the Contractor. Such causes may include, but
are not restricted to, acts of God or of the public enemy, acts of the
Government in eithcr its sovereign or contractual capacity, fires, floods,
epidemics, quarantine restrictions, strikes, freight embargoes, and u
unusually severe weather; but in every case the ‘failure to perform must
be beyond the control and without the fault or negligence of the
Contractor. If the failure to perform is caused by the default of a
subcontractor, ancd if such default arises out of causes beyond the contreol
of both the Contractor and subcontractor, and without the fault or
negligence of either of them, the Cantrattor shall not be liable for any
excess costs for failure to perform, unless the supplies or gervices to
be furnished by the subcontractor were obtainable from other sources in
sufficient time to permit the Contrdétor to meet the required delivery
schedule. ‘

(d) If this paragraph (a) of this clause, the Govermment, in addition
to any other righits provided in this clause, may require the Contractor to
transfer title and deliver to the Go¥ernment, in the manner and to the
extent directed by the Contracting Officer, (i) any completed supplies, and
(ii) such partially completed supplies and materials, parts, tools, dies,
Jigs, fixtures, plans, drawings, information and contract rights (herein-
after celled "manufacturing materials"™) as the Contractor has specifi-
cally produced or specifically acquired for the performance of such part
of this contract as has been terminated; and the Contractor shall, upon
directicn of the Contracting Officer, protect and preserve property in
possession of the Contractor in which the Government has an interest,
Payment for complcted supplies delivered to and accepted by the Goverrment
shall be at the contract price, Payment for manufacturing materials
delivered to and accepted by the Government and for the protection and
preservaticn of property shall be in an amount agreed upon by the Con-
tractor and Contracting Officer; failure to agree to such amount shall be
a dispute concerning a question of fact within the meaning of the clause
of this contract entitled "Disputes,”

(e) If, after notice of termination of this contract under the
provisions of paragraph (a) of this clause, it is determmined that the
failure to perform this contract is due to causes beyond the control and
without the fault or negligence of the Contractor or subcontractor pur-
suant to to_the provisions of paragraph (c) of this chause, such notice of
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default shall be deemed to have been issued pursuant to the clause of

this contract entitled "Termination for Convenience of the Government, "
and the rights and obligations of the partics hereto shall in such event
be governed by such clause, Exgept as otherwise provided in this contract,
this paragraph (e) applies only if this contract is with a military
department

(f) The rights and remediés of the Government provided in this
clause shall not be exclusive and ére in addition to any other rights
and remedies provided by law or under this contract.

12, DISPUTES (ASPR 7-103,12)

(a) Except as othirwise provided in this contract, any dispute
concerning a question of fact arising under this contreet which is not
disposed of by agrecement shall be cdecided by the Contracting Officer,
who shall reduce his decision to writing and mail or otherwise furnish
a copy thereof .to the Contractor, The decision of the Contracting Officer
shalllbe final and conclusive unlessy; within 30 days from the date of
receipt of such copy; the Contracton mails or othcrwise furnishes to
the Contracting Officer a written appeal addressed to the Secretary. The
decision of the Secretary or his duly authorized representative for the
determination of such appeals shall?be final and conclusive unless
detcrmined by a court of competent jurisdiction to have been fraudulent,
or capricious, or arbitrary, or so grossly erroneous as necessarily to
imply bad fiath, or not supported by substantial evidence. In connection
with any appeal proceeding under this clause, the Contractor shall be
afforded an opportunity to be heard and to offer evicdence in support of
its appeal, Pending final decision of a dispute hereunder, the Contractor
shall proceed diligently, with the pérformence of the contract and in
accordance with the Contracting Officer's Cecision,

(b) This "Disputes" clause does not preclude considcration of law
questions in connection with decisions provided for in paragraph (2) above:
PROVIDED,ZThatunothing in this contract shall be construed as making final
the decision of any administrative official, representative, or board
on a question of law.

13. SOVIET CONTROLLED AREAS (ASPR 6-403)

(a) The Contractor shall not acquire for use in the performance
of this contract any supplies or services originating from scurces within
Soviet-controlled areas, as listed in the Schedule of this contract, or
from Heng Kong or Macao, without the written approval of the Contracting
Officer,

(b) The Contractor agrees to insert the provisions of this clause,
including the Soviet-controlled arcas listed in the Schedule and this
subparagraph (b), in all subcontracts hercunder,
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1. EIGHT-HOUR IAW OF 1912 (ASPR 12-303.1)

This contract, to the extent that it is of a character specified in
the Eight-Hour Law of 1912 as amended (4O U. S. Code 32L4~326) and is not
covered by the Walsh-Healy Public Contracts Act (41 U. S. Code 35-l5),
is subject to the following provisions and exceptions of said Eight-
Hour Law of 1912, as amended, and to all other provisicns and excepticns
of said Lew: ‘

No laborer or mechanic doing any part of the work comtemplated by
this contract, in the employ of “the Contractor or any subcontractor con-
. tracting for any part of the said work contemplated, shall be required
or permitted to work more than’eight hours in any onc calendar cday upon
such work, except upon the condition that compensation is paid to such
laborer or mechanic in accordance with the provisions of this clause.
The wages of every laborer and mechanic employec by the Contractor or
any subcontractor engaged in the performance of this contiract shall be
computed cn a basic day rate of eight hours per day; and work in excess
of eight hours per day is permittec: only upon the condition that every
such laborer and mechanic shall be compensated for all hours worked in
excess of eight hours per day at not less than one and one-half times
" the basic rate of pay. For each violation of the requirements of this
clause a penalty of five dollers shall be imposed for each laborer or
mechanic for every calendar day in which such employece is required or
permitted to labor more than eight hours upon saicd work without receiving
compensation computed in accordance with this clause, and all penalties
thus imposed shall be withheld for the use and benefit of the Government,

15. WALSH-HEALY PUBLIC CONTRACTS ACT (4SPR 12~60L mod)

If this contract is for the mannfacture of furnished of materials,
supplies, articles or equipment in an amount which exceeds or may exceed
$10,000 and is otherwise subject to the Walsh-Healey Public Contracts
Act, as amended (L1 U. S. Code 35-L5), there are hereby incorporated
by reference all representations and stipulaticns required by said Act
and regulations issued thercunder by the Secretary of Labor, such
representations and stipulations being subject to all applicable rulings
and interpretations of the Secretary of Labor which are now or may
hereafter Le in effect, "except that the Contractor shall not be required
to include this clause in subcontracts issued hercunder when the
inclusion of this clause in a subcontroct would jecpardize or conflict
with the security considerations established in connection with this contract,

16, NONDISCRIMINATION IN EMPLOYIIEENT (ASPR 12-802 mod)

(a) In connection with the performance of work under this contract, the
Contractor agrees not to discriminate against any employee or applicant
for employment because of race, rcligion, color, or national origin. The
aforesaid prevision shall include, but not be limited to, the following:
employment, upgrading, demotion/or transfer; recruitment or recruitment
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advertising, layoff or termination; rates of pay or other forms of
coempensation; and selection for trrining, including apprenticeship.

The Contractor agrees to post hereafter in conspicuour places, available
for employees and applicants for employment, notices to be provided

by the Contracting Officer sett;ng forth the provisions of the
nondiscrimination clause.

(b) The Contractor furthey agrees to insert the foregoing provision
in all subcontracts hereunder, “cxcept subcontracts for standard com-
mercial supplies or raw materials,"and except as insertion of the fore-
going provision in a subcontract would jecpardize or conflict with the
security considerations established in connection with this contract."

17. OFFICIALS NOT TO BENEFIT (ASPR 7-103.19)

No memher of or delepate to Congress or rcsident commissicner, shall
be admitted to any share or part of this contract, or to any benefit that
may arise therefrom; but this provisicn shall not bYe construed to expend
to this contract if mead with a corporation for its general benefit.

18. COVENANT AGAINST CONTINGENT FE‘;?;S (ASPR 7-103,20)

The Contractor warrants that no person or selling agency has been
employed or retained to solicit or securc this contract upon an agreement
or understonding for a commission, percentage, brokerage, or contingent
fee, excepting bona ficde employees or bona fide established commercial
or selling agencies maintained by the Contractor for the purpose of
securing business., For breach or v1olat10n of this warranty the Government
shall have the right to annul this contract without 1liability or in its
discretion to deduct from -the contract price or consideration, or otherwise
recover, the full amount of such commission, percentage, brokerage, or
contingent fee.

19. TERMINATION FOR CONVENIENCE OF THE GOVERNMENT (ASPR 8-701)

(2) The performance of work under this contract may be terminated by
the Govermment in accordance with t his clause in whole, or from time to
time in peort, whenever the Contracting Officer shall determine that such
termination is in the best interests of the Government. Any such
termination shall be effected by delivery to the Contractor of a Notice
cf Termination speccifying the extent to which perfocrmance of work under
the contract is terminated, and the date upon which such termination be~
comes effective,

(b) After receipt of a Notice of Terminaticn, and except as other-
wise directed Ly the Contracting Officer, the Contrnctor shall (1) stop
work under the contract on the dnte and to the extent specified in the
Notice of Termination; (2) place no further orders or subcontracts for
materials, services, or facilities cxcept as may be necessary for completion
of such portion of the work under the contract as is not terminated;

FP or PR
14 July 58 ~10~

Sanitized Copy Approved for Release 2011/01/04 : CIA-RDP89B00709R000200450005-3



Sanitized Copy Approved for Release 2011/01/04 : CIA-RDP89B00709R000200450005-3

(3) terminate all orders ~nd subcontreets to the extent that they relate

tc ther performance of work terminated by the Notice of Termination;

(4) assign to the Government,in the manner, at the times, and to the

extent directed by the Contracting Officer, all of the right, title and
interest of the Contractor under the orders and subcontracts so terminated,
in which case the Government shall have the right, in its discretion, to
settle or pay any or all claims arising out of the termination of such
orders and subcontract; (5) sehﬁle all outstanding liabilities and all
claims arising out of such termination.of orders and subcontracts, with

the approval or ratification of the Contracting Officer, to the extent

he may require, which apsrovel or ratification shall be final for all

the purposes of this clause; (6) transfer titled and deliver to the Govern-
ment, in the manner, at the times, and to the extent, if any, directed by
the Contracting Officer, (i) the fabricated or unfabricated parts, work in
process, completed work, supplies, and other material produced as a part of,
or acquired in connection with the performance of, the work terminated by
the Notice cf Termination, and (ii) the complcted or partially completed
plans, drawings, information, and other property which, if the contract had
been completed, would have been required to be furnished to the Government;
(7) use its best efforts to sell, in the manner, at the times, to the
extent, and at the price or prices directed or authorized by the Contracting
Officer, any property of the types referred to in provision (6) of this
paragraph, PROVIDED, however, that the Contract (i) shall not be required
to extend credit to any purchaser, and (ii) may acquire any such

properby under the conditicns prescyibed by and at a price or prices
approved by the Contracting Officers and provided further that the proceeds
of any such transfer or dispositionishall bLe applied in reduction of any
payments to be made by the Govermment to the Contractor under this Contract
or shall othcrwise be credited to the price or cost of the work covered by
this contract or paid in such othir monner as the Contracting Officer may
direct; (8) complete performance of such part of the work as shall not have
been terminsted by the Notice of Termination; and (9) take such action as
may be necessary, or as the Contradting Officer may direct, for the pro-
tection and preservation of the property related to this contract which

is in the possession of the Contractor and in which the Government has or
may acquire an interest. At any time after expiration of the plant
clearance period, as défined in Section VII1I, Armed Services Procurement
Regulation, as it may be amended from time to time, the Contractor may
subnit to the Contracting Officer a list, certified as to quantity and
quality, of any or all itcms of termination inventory not previously dis-
pesed of, exclusive of items the disposition of which has been directed or
authorized by the Contracting Officer, and may request the Government to
remove such items or entcr into a storage agrcement covering them. Not
later than fifteen (15) days thereafter, the Government will accept title
to such items and remove them or enter into a storage agreement covering
the same, PROVIDED that the list submitted shall be subject to verification
by the Contracting Officer upon removal of the items, or if the items are
stored, within forty-five (L5) days from the date of submission of the list,
and any necessary adjustment to correct the list as submitted shall be made
prior to final settlement.
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(¢) After receipt of a Notice of Termination, the Contractor shall
submit to the Contracting Officer its tecrmination claim, in the form and
with the certification prescribed byﬁthe Contracting Officer. Such claim
shall be submitted promptly but in! no event later than two years from the
effective cdate of termination, unless one or mpre extensions in writing
are grantca by the Contracting Officer, upon request of the Contractor
made ‘in writing within such, two-yenr period or authorized extension thereof.
Howevér, if the Contracting Officer determines that the facts justify
such action, he may receive and act upen any such termination claim at any
time after such two-year peiod or any éxtension thereof, Upon failure
of the Contractor to submit its teymination claim within -the time allowed,
the Centracting Officer may ﬂetelmlne, on the basis of information
available to him, the amount, if any, due to the Contractor by reason of
the termination and shall thereupon pay to the Centractor the amount so
determined,

¢) Subject to the provisicns of parapragh (c), the Contractor and
the Contracting Officer may agree upon the whole or any part of the amount
or amounts to be paid to the Contragtor by reason of the total or partial
terminaticn of work pursuant to this clause, which amount or amounts
may include a reascnable allowance for profit on work done. The contract
shall be amendecd accordingly, and the Contractor shall be paid the agreed
amount, Nothing in paragraph (e) of this clause, prescribing the amount
to be paid to the amount to be paid to the Ccntractor in the event of
failure of the Contractor and the Contracting Officer to agree upon the
whole amount to be paid to the Contractor by reascn of the termination of
work pursuant to thls clause, shall be ceemed to limit, restrict, or
otherwise determine or affect the amount or amounts whlch may te agreed
upon to be paid to the Contractor pursuant to this paragraph (a).

te) In the event of the failure of the Contractor and the Contracting
Officer to agree as provicded in paragraph (d) upon the whole amount to be
paid to the Contractor by reason of the termination of work pursuant to
this clause the Contracting Officer shall determine, on the basis of in-
formation available to him, the amount, if any, due to the Contractor by
reason of the termination and shall pay to the Contractor the amounts
determined as follows:

(1) For completed supplies accepted by the Government (or sold or
acquired as provided in paragraph (b) (7) above) and not theretofore paid
for, a sum equivalent to the aggregate price for such supplies computed in
accordance with the price or prices specified in the contract, appropri-
ately adjusted for any saving of freight or other chargcs;

2) The total of--

(1) The costs incurred in the performance of the work terminated,
including initial costs and preparatory expense allocable thoreto, buth
exclusive of any costs attributable to supplies paid or to be paid for
under paragraph (e) (1) hereof;
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(ii) The cost of settling and paying claims arising out cf the
termination of work under subcontracts or orders, as provided in
paragraph (b) (5) above, which are prcperly chargeable to the terminated
portion of the contract (exclusive of amounts paid or payable on account
of supplies or materials delivered or services furnished by subcontractors
or venders prior to the effective date of the Notice of Termination,
which amounts shall be in¢luded in the'costs payable under (i) above).

(iii) A sum equal to 2% of that part of the amount detcrmined under
(i) which represents the cost of articles anc materials not processed by
the Contractor, plus a sum equal to 8% of the remainder of such amount
but the aggregate of such sums shall not exceed 6% of the amount determined
under subdivision (i) ebovej which amount, for the purncse of this sub-
division (iii) shall exclude any charges for interest on borrowings;
provided, however, that if it appears that the Contractor would have
sustained a loss on the entire centract had it been completed, no profit
shall be included or allowed under this subdivision (iii) and an appropri-
ate adjustment shall bLe mede reducing the amount of the settlement to
reflect the indicated rate of loss,'

(3) The reasonalle costs of séttlement including accounting, legal,
clerical, and other expenses reascnable necessary for the preparation
of settlement claims and supporting data with respect to the terminated
portion of the contract and for the termination and settlement of sub-
contracts thereunder, together with reasonable storage, transportation,,
and other costs incurred in connectjon with the protection or disposition
of property allocable to this contract.

The total sum to be paid to the Contractor under (1) and (2) of this
paragraph (e) shall not cxcced the %otal contract price as reduced by the
amount of payments otherwise made and as further reduced by the contract
price of work nct terminated, Except for normal spoilage, and except to
the extent that the Govermment shall have otherwise expressly assumed the
risk of loss, therc shall be excluded from the amounts payable to the Con-
tractor as provided in paragraph (e) (1) and paragraph fe) (2) (i), the
fair value, as determined by the Contracting Officer, of property which
is destroyed, lost, stolen, or damaged so as to become undeliverable to the
Government, or to a buyer pursuant to paragraph (b) (7).

(f) Any determination of costs uncer paragraph (c¢) or (e) hercof shall
be governed by the Statement of Principles for Consideration cf Costs set
forth in Part L of Section VIII of the Armed Services Procurement Regulation,
as in effect on the date of this contract.

() The Contractor shall have thc right of appeal, under thc clause
of this contract entitled "Disputes," from any cetermination made by the
Contracting Officer under paragraphs (c) or (e) above, except that if the
Contractor has failed tc submit its claim within the time provided in
paragraph (c) above and has failed to request extension of such time, he
shall have no such right of appeal. In any case where the Contracting
Officer has made a determination of the amount due under paragraph (¢} or (e)
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above, the Government shall pay to the Contractor the following: (i) if
there is no right of appeal hercunder or if nc timely appeal has peen
taken, the amount so determined by the Contracting Officer, or (ii)

if an appeal has Leen taken, ‘the amount finally determined on such
appeal. ' ‘

(h) In arriving at the‘amount due the Contractor under this clause
there shall be dacucted (1) all ynliquidated advance or other unliquidated
payments on account theretofore made to the Contractor, (2) any claim
which the Government may have against the Contractor in comnection with
this contract, and (3) the agreed prive for, or the proceeds of sale of,
any materials, supplies, or other things acquired by the Contractor or
sold, pursuant to the provisions of this clause, and not otherwise re-
covered by or credited to the Government.

(1) If the termination hereuncder be partial, prior to the settlement
of the terminated portion of this contract, the Contractor may file with
the Controcting Ufficer a reguest in writing for an equitable adjustment
of the price or prices specified in the contract relating to the continued
portion of the contract (the portion not terminated by the Notice of
Termination), and such equitable adjustment as may be agreed upcen shall be
made in such price or prices.

(3) The Government may from time to time, uncer such terms and
conditicns as it may prescrive, make parfiial payments and payments on
account against costs incurred by the Contractor in connection with the
terminated portion of this contract whenever inthe opinion of the Cone
tracting Officer the apgregate of such payments shall be within the amount
to which the Contractor will be entitled hereunder. If the total of
such payments is in excess of the amount finally agrced or determined to
be due under this clause, such excéss shall be payable hy the Contractor to
the Government upon demand, together with interest computed at the rate of
6% per annum, for the period from the date such excess payment is received
by the Contractor to the date on which such excess is repaid to the Govern-

ment; provided, however, that no interest shall be charged with respect to any

such excess payment attributable to a reduction in the Contractor's claim
by reason of retention or other Cisposition of termination inventory until
ten days after the date of such retention or disposition.

(k) Unless otherwise provided for in this contract, or by applicable
statute, the Contractor, from the effective date of terminaticn and for
a period of six years after final settlement under this contract, shall
preserve and mnke available to the Government at all reasonable times at
the office of the Contractor but without direct charge to the Government,
all its books, records, cocuments, and other evicence bearing on the costs
and expenses of the Contractor under this contract and relating to the
work terminated hercunder, or, to the extent approved by the Contracting
Officer, photographs, micro-photographs, or other authentic reproductions
thercof,
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20. AUTHORIZATION AND CONSENT (AﬁPR 9-102.1)

The Government hercby gives its authorization and consent (without
prejudice to its rights of indemnification, if such rights are provided
for in this contract) for all use and manufacture, in the performance of
this contract or any part hereof or any amendment hereto or any subcontrgct
hereunder (including any lower-tier subcontract), of any patented invention
(1) embodies in the structure or composition of any article the delivery
of which is accepted by the Government uncer this contract, or (ii)
utilized in the machinery, tools, or methcds the use of which necessarily
results from compliance by the Contractor or the using subcontractor with
(a) specificstions or written provisions now or hereafter forming a part
of this contract, or (b) specific written instructions given by the
Contracting Officer directing the manner of performance, The Contractor's
entire liability to the Government for patent infringement shall be
determined solely by the provisiens of the indemnity clause, if any,
included in the contract and the Government assumes iiability for all other
infringement to the extent of the authorization and consent hereinabove
Egranted,

2l. NOTICE iND ASSISTANCE REGARDING PATENT INFRENGEMENT (ASPR 9-10l)

The provisicns of this clause shall be applicable only if the amotint
of this contract is in excess of $5,000,

(a) The Contractor shall report to the Centracting Officer, promptly
and in reasonable written detail, each notice or claim of patent infringe-
ment based on the performance of this contract of which the Contractor
has knowledge.,

(b) In the event of litigation against the Government on account of
any claim cf patent infringementsarising out of the performance of this
contract or out of the use of any supplies furnished or work or services
performed hereunder, the Contractor shall furnish to the Government, upon
request; all evidence and information in yossession of the Contractor
pertaining to such litigation. Such evidence and information shall be
furnished at the expense of the Government except in those cases in which
the Contractor has agreed to indemnify the Government against the claim
being asserted,

22. BUY AMERICAN ACT (ASPR 6-104.5)

(a)‘ In acquiring end broducts, the Buy American Act (L1 U. s, Code
10 a~d) provides that the Government give preference to domestic source
end products. For the purpose of this clause:

‘(i) "ccmponents" medns those articleés, meterials, -and 3upplies; which
are directly incorporated in the end products;

(ii) "end products"” means those articles, matcrials, and supplies,
which are to be acquired under this contract for public;and
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(iii) a "domestic source end produst! means (2) an unmangfactured
erd product which has been mined or procduced in the Unitec Statcs and
§5) an end product manufactvred in the United States if the cost of the
componenys thereof which are mined, procuced, or manufachurad in tie
United States exceeds 50 percent of the cost of ail its components. For
the purposes of this {a) (iii) (B), components of foreign origin of the same
type or kind as the products referred to-in (t) (i1) or (iii) of this
clause shall be treated as components mined, producecd, or manufactured in

+he United States, b

(b) 1The Contractor agrees that there will be celivered under this
contract only domestic source end products, except end precducts:

(i) which are for use oubside the United States;
' (43) which the Government determines are not mined, produced, or
manufactured in the United States in sufficient anc reascnably available
~ commercial quantities and of a satisfactory qualitys

(iii) as to which the Secretary detcrmines the dcmestic prefcrence
to be inconsisbent with the prblic interest; or

(iv) as to which the Sceretary determines the cost to the
Goverrment to be unreasonable.

23, FILING OF PATENT APPLICATIONS (LSPR 9-106)

(a) Before filing cr causing to Be filed a patent applicaticn disclosing
any subject matteir of this contract, which subject matter is classifiec
tSecret? or higher, the Contractoer shall, citing the thirty (39) day
provision below, transmit the proposed application to the Contracting
Officer for determination whether, for reascns of naticnal security, such
application shoulc be placed under an orcer of secrecy or sealed in
accordance with the provisions of 35 U Se Code 181~188 or the issuance
of a patent should be stherwise delayed uncer pertinent statutes or
regucltions; and the Contractor shall observe any instructions of the Cun-
tracting Officer with respect +o the manner of delivery of the patent
anplication to the Ue S, Patent Officer for f£iling, but the Contractor
shall not be denied the right to file such patent application. If the
Contracting Officer shall not have given any such instructions wivhin
thirty (30) deys from the date of mailing or cther transmittal of the
proposed application, the Contractor may file the applicationi

(b) The Contractor shall furnish to the Contracting Officer, at the time
of or prior to the time when the Contractor files or causes to be filed a
patent application disclosing any subject matter of this contract, which
subject matter is classified tConfidential™ a copy of such application fior
ceterminztion whether, for reascns of national security, such application
should be placed under an orcer of secrecy or the issuance of a patent
should be otherwise delayed under pertinent statutes or regulationsa
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(¢) In filing any patent application cuming within the scope of
this clause, the Contractor shall observe all applicable security
regulations covering the transmission of  classified subject natter,

oY PATENT RICHTS (ASPR 9-107.1)

(2) &s used in this clause, the following terms shall have the reanings
set forth Lelow:

)

(i) The term "Subject Invention" means by inventicn, imprcvement,
or discovery (whether or not patenable) conceived or first actually
reduced to practice either : ‘ '

(&) din the performance of the experimental, developmental, or research
work called for or required under this contract: or

() in the performance of any experimental, cevelopmental, or
research work relating to the subjéct matter of this contract which was
done upon an understanding in writing that a controct would De awarced;
PROVIDED that the term "Subject Invention® shall not include any inventicn
which is specifically identified and-“listed in the Schedule for the
purpose of excluding it from the license granted by this clauses

(ii) The term "Technical Perscnnel" means any person employed by or
working under contrrct with the Contracter (cther than a subcantractor
whose responsibilities with respect to rights accruing to the Government
in invenbticns arising under subcontracts set forth in (g), (h), and (i)
below) who, by reascn of the nature of his duties in cunnection with the
performance of this contract, would reasonably be expected tc make inventions.

(iii) The terms "subcontract" and "subcontractor" mean any subcentract
or subcontractor of the Contracter, and any lower-tier suboontract or
subccentractor under this contract.

(1) (1) The Contractor agrecs to and does hereby gr:nt to the
Government irrevocable, nonexclusive, nontransferablc, and royalty-free
license to practice, and cause to be practiced by or for the United States
Gevernment throughout the world, each Subject Invention in the manufacture,
use and disposition according to law, of any article or material, anc in
the use of any method. Nc license granted herein shall convey any right
to the Government to manufacture, have manufactured, or use any Subject
Invention for the purpose of providing services or supplies to the general
public in competition with the Contractor or the Centractor's ccmercial
licenses in the license fields,

(2) With respect to:
(i) any Subject Invention made by other than Technical Personnel;
(ii) any Subject Invention ccnceived prior to, but first actually

reduced to practice in the course of, any of the experimental, developmental,
or research work specified in (a)(i) above; and
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(iii) the practice of any Subject Invention in foreign coun?ries;
the obligation of the Contractor to grant a license as provided in
(b) (1) above, to tonvey titld as provided in (d)(ii) (B) or (@) (iv).below,
and tc ccnvey foreign rights 'as provided in (e) below, shall be limited
to the extent of the Contractor's right to grant the same withopt incurring
any obligation to pay royalties or other compensation to others solely
on account cf said grant. Nothing contained in this Patent Rights
clause shall be deemed to grant any license under any invention other
than a Subject Invention. B i

(c) The Contractor shall furnishc to the Contracting Officer.the
following information and reports concerning Subject Inventions which
reasonably appear to be patentable:

(1) a written disclosure prcmptly after conception or first actual
reduction to practice of each such Invention together with a written state-
ment specifying whether or not a United States patent application claiming
the Invention has been or will be filed by or on behalf of the Contractor;

(ii) interim reports, at least every twelve months, commencing with
the date of this contract, each listing all such Inventions concelved or
first actually reduced tc practice more than three months prior to the |
date of the report, and not listed on a prior interim report; or certifying
that there are no such unreported Inventions; and

(iii) prior to final settlemsnt of this contract, a final report
listing all s uch Inventiocns including all those previously listed in
interdm reports.

H

(d) In ccnnection with each Subject Invention referred to in

(c) (i) above, the Contractor shall de the follewing:

(i) if the Contractor specifies that a United States patent
application claiming such Inventicn will be filed, the Contractor shall
file or cause to be filed such application in due form and time; however,
if the Contractor, after having specified that such an application would
be f iled, decides not to file or cause to be filed said application, the
Contractor shall so notify the Contracting Officer at the earliest practica-
ble date and in any event not later than eight months after first publica-~
tion, public use or sale,

(ii) if the Contractor specifies that a United States patent appli-~
cation claiming such Invention has not been filed and will not be filed
(or having specified that such an application will be filed thereafter
notifies the Contracting Officer to the contrary), the Contractor shall:

(A) inform the Contracting Officer in writing at the earliest
practicable date of any publication of such Invention macde by or known to
the Contractor or, where applicable, of any comtemplated publication by
the Contractor, stating the date and identity of such publication or
comtemplated publicaticn; and
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(B) convey to the Government the Contrecter's entire right, title, and
interest in such Invention by delivering to the Contracting Officer upon
written request such culy executed instruments (prepared by the Government)
of assignment and application, and such other papers as are deemed
necessary to vest in the Government the Contracter's right, title, and
interest afcresaid, and the ripght to apply for and prosecute patent
applications covering such Invention througheut the world, subject, hcw-
ever, to thc right cof the Contractor specified in (¢) below to file
foreign applications, and subjcct further to the reservation of a non-
exclusive and reyalty-free license to the Contrzetor (and to its
existiig and future assceiatod and affiliated companies, if esny, within
the corporatc structure of which the Coptracter &s a part) which license
shall be assignable to the successor of that part of the Controctor's
business to which such Invention pertains;

(iii) the Contractor shall furnish promptly to the Contracting Offic:or
on requres an irrevocable power of attorney to inspect and make copies of
each United States patent applicaticn filed by od cn beneslf of the
Contractor covering any such Invention}

(iv) In the event the Contractop; cr those other than the Government
deriving rights from the Cenbractor, ¢lects not to continue prosccusion of
any such United States patent application filed by or cn behalf of the
Contractor, the Contractor shall so notify the Contracting Officer nct less
than sixty days before the expiration cf the response pericd and, upon
written request, deliver to the Contracting Offiger such duly exccuted
instruments (prepared by the Government) as arc deemed necessary to vest
in the Govermment the Contractor'!'s entire right, title, and interest in
such Invention and the application, subject to the reservation as
specified in (&) (ii) above; and

(v) the Centractor shall deliver tc the Contracting Officer duly
xecuted instruments fully confirmatory of any license rights herein
agreed to be granted to the Government.

(e) The Contrector, or those other than the Government deriwing
rights from the Controcter, shall have the exclusive rights to file
applicaticns on Subjedt Inventions in each foreign country within:

(i) nine mcnths from the date a corresponcding United States
application is filed; '

(ii) 3 ths from the date » ission is sranted i i

11/ six montns Irom the date permission is grented to file foreign
applications where such filing had been prohibited for security reasons; or

(iii) such longer pericd as may be approved by the Centracting Officer.
The Contractor.shall, upon written request of the Contracting Officer,
convey to the Government the Contractor's enbtire right, title, and interest
in each Subject Invention in each foreign country in which an application
has not been filed within the time above speceified, subject +to the
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reservation of a non-exg¢lusive and rcyalty-free license to the Contrgctor
together with the right of the Contracter to grant sublicenses, wnich
license and right shall be assignable to the successor of that part of
the Contractor's business to Which the Subject Invention pertains.

(f) If the Contractor failsg to deliver to the Contracting Officer the
interim reports required by (c)(ii) above, or fails to furnish the written
disclosures for all Subject Inventions required by (c)(i) above shown
to be due in acccrdance with apy interim report delivered under (c)(ii)
or otherwise known to be unrcported, there shall be withheld from payment
until the Contractor shall have corrected such failures either ten percent
(10%) of the amcunt of this contract, as from time to time amenced, or
five thcusand dollars ($5,000); whichever is less. After payment of eighty
percent (80%) of the amount of. this cuntract, as from time to time amended
payment shall be withheld until a reserve of eithér ten percent (10%) of
such amount, or five thousand dollars ($5,000), whichever is less, shall
have been set aside, such reserve cor balance thereof to be retained until
the Contractor shall h-ve furnished to the Contracting Officer:

(i) the final report required by (c) (iii) ~bove;

(ii) written disclosures for all Subject Inventions required by (c)
(1) above which are shown to be due in accorcance with interim reports
delivered under (c)(ii) above or in accordance with such final re-
ports or are otherwise kncwn to be unreported; and

(iii) the information as to-any subcontractor required by {h) below.
The maximum amount which may be withheld uncer this paragraph (f) shall
net exceed ten percent (10%) of Qhe amount of this contract or five
thousand collars ($5,000), whichever is less, and no amcunt shall be
withheld under this paragraph (f) when the amount specified by this
paragraph (£) is being withheld under other prcvisions of this contract.
The withholding of any amount or subsequent payment thereof to the
Contractor shall not be construed as a waiver of any rights accruing to
the Government under this contract. This paragraph (f) shall nct be
construed as requiring the Contractor to withhold any amounts from a
subcontracter to enforee compliance with the patent provisions of a sub-
contract.

(¢) The Contractor shall exert all reasonable effort in negotiating
for the inclusicn cof this Patent Rights clause in any subcontract hereunder
of three thousand dollars ($3,000) or more having experimental, cevelopmen—
tal, or rescarch work as one of its purpcses. In the event of refusal
by a subcontractor to accept the Patent Rights clause, the Contractor shall}
not proceed with the subcontract without written authorization of the
Contracting Officer,and upon obtaining such authorization, shall cooperate
with the Government in the negotiation with such subeontractor of an
acceptable patont rights clouse; PROVIDED, however, that the Contractor
shall in any event require the subcontractor to grant to the Government
patent rights under Subject Inventions of no less scope and on no less
favorable terms than those which the Contractor has under such subcontracts,
except that in no event shall the subcontractor Le required to grant to the
Government patent rights in excess of those herein agreed to be granted to
the Government by the Contractcr.
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(h) The Contractor shall, at the earliest practicable date, notify
the Contracting Officer in writing of apy subcontract containing a patent
rights clause, furnish the Contracting Officer a copy of such clause, and
notify the Contracting Officer when such subcontract is completed. It is
understood that with respect to such subecontract clause, the Government
is a third party beneficiary, amd the Contractor hereby assigns to the
Government all the rights that the Contractor would have to enforce the
cubcontracter's obligations for the benefit of the Government with respect
to Subject Inventions. The Contractor shall not be obligated to enforce
uhe agreements of any subcontractor hereunder relating to Subject Inventions.

(i) Wheh the Contractor shows that it has been delated in the
performance of this contract by reason of its inability to obtain in
azcordance with (g) above a suitable patent rights clause from a qualified
suhcontractor for any item or service required under this contract for
which the Contractor itself does not have a¥ailable facilities or qualified
personnel, the Contractor's delivery dates shall be extended for a pericd
of time equal to the duration of such delay; and, upon request of the
Contractor, the Contracting Officer shall determine to what extent, if any,
an additional extension of the delivery dates and an increase in contract
prices Based upon additignal costs incurred by such delay are proper under
the circumstances; and the contract shallte modified accordingly. If
the Coptractor, after exerting all reasonable effort, is unable to obtain
a gualified subcontractor as set forth above, the Contractor may submit
to the Contracting Officer a written request for waiver or modification
of the requirement that a suitable patent rights clause be included in the
subcontract,

Such request shall specifically state that the Contractor has used
all reasonable effort to obtain such qualified subcontractor, and shall
cite the waiver or termination provision hereinafter set forth. If,
within thirty-give (35) days after the date of receipt of such request
for a waiver or modification of said requirement, the Contracting efficer
#hall fail to deny in writing such request, the requirement shall be
ceemed to have been waived by the Government. If within such period the
Ceatractor shall receive a writtendenial of such request by the Contracting
Oificer, this contract shall thereupon automatically terminate and the
rights and obligations of the parties shall be governed by the provisions
of the clause of this contract providing for termination for the convenience
£ the Govermment,

25. REPORTING OF ROYALTIES (ASPR 9-110 mod.)

The provisions of this clause shall be applicable only if the amount
cf the contract is in excess of $50,000.

(a) The Contractor shall report in writing (in quadruplicate) to
the Contracting Officer as soon as practicabhe after execution of this
contract whether or not any royalties in excess of $250 have been paid or
are to be paid by the Contractor directly to any person or firm in connection
with the performance of this contract, If royalties in excess of $250 have
bsen pald or are to be paid to any person or firm, the report shall include
the following items of information with respect to such royalties (including
the initial $250)
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(l) The name and address of each licensor to whom royalties in excess
of $250 have b8en paid or are to be paid,

(2) The patent numbers, patent application serial numbers (wi?h
filing dates), or other identification of the basis for such royalties,

(3) The manner of computing the royalties consisting of (i) a
briefi identification of each royalty-bearing unit or process, (ii) the
total amount of royalties, and (iii} the percentage vate or dollars and
cents amount of royalties on each such unit or process; PROVIDED, that
if the royalties cannot be computed in terms of units or dollars and
cents value, then other data showing the mamner in which the Contractor
comoutes the royalties.

(b) 1In lieu of furnishing a report under paragraph fa), the Con=
tractor may furnish a single, consolidated report for each accounting
pericd of the Contractor during which the Contractor has contracts with
he CGovernmeht, provided the Contractor has requested and obtained the
prior written approval of the .c.viee.....%. Such consolidated report
chall be furnished, when the furnishing thereof has been approved, in
the nuwiber of copies as approved, as soon as practicable after the closd
of the accounting period covered by the report. Such consolidated report
shallbe made in accordance with Contractor's established accounting practice
and shall include, for the accounting period, the total amount of royalties
accruing to each licensor at a rate in excess of $1,000 per annum on the
Contractor's over-all business, together with (i) the name and address
of each such licensor, (ii) the patent numbers, patent application serial
numbers (with filing detes), or other identification of the basis for such
royalties, (iii) a brief description of the subject matter of the license
under which royglties are charged, (iv) the percentage rate or unit amount,
or if the royalties do not accrue by rate or unit amount, such other data
showing the manner by which the royalties accrue to licensor, and (v) an
estimate or approximation (without detailed accounting) of the portion
of such royalties that may be attributable to Goverrnment contracts. The
Contractor shall, if requested by the Government, furnish at Government
evpense a more detailed allocation of such royalty payments attributable
to Government contracts.

(c) In the event that the Contractor requests written approval to
furnish consolidated reports under paragraph (b) above, the Contracting
Officer snall promptly consider the request and furnish to the Contractor
a letter stating whether or not the request is approved and, notwithstanding
any: such approval, the Contracting Officer shall have the right to question
any such subseguently furnished report as to accuracy or completeness of
date and ask for additional information, The Contractor shall furnish a
copy of such letter of approval to the Contracting Officer administering
this contract. »

(d) After payment of eighty percent (80%) of the amount of this
contract, as from time to time amended, further payment shall be withheld
urtil a reserve of either (i) ten percent (10%) of such amount or (ii)
$5,000, whichever is less, shall have been set aside, such reserve or the
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balance thereof to be retained until the Contractor shall have furnished
to the Contracting Officer the report called for by paragravh (a)hereof
or the copy of the letter approving the Contractor's request to furnish
thereport under paragraph (b); PROVIDED, that no amount shall continue

to be withheld from payment for the causes specified in the paragraph (d)
if the Contracting Officer shall find that the Contractor has not been
furnished a letter as requiteq by paragraph (c) within a reasonable time
after meking written request to submit a single, consolidated report under
the provisions of paragraph (b) of this clause; and PROVIDED further that
the Contracting Officer may, in his discretion, order payment to be with-
held in the amount and manner:above provided if the report called for by
paragraph {a) is unsatisfactory or if the report called for by paragraph
(b) is due but has not been recejved, or if received, is found to be
unsatisfactory. No amount shall be withheld under this paragraph when
the minimum amount specified by this paragraph is being withheld under
other provisions of this contract. The withholding of any amount or
subsequent payment thereof to the Conbractor shall not be construed as a
waiver of any right dccruing to the Government under this contractq

26, RIGHTS IN DATA » UNLIMITED ('@SPR 9~203.1)

(2) The term “Subject Data" as used herein ine¢ludes writings, sound
recordings, pictorial reproductions, drawings or other graphical repre-
sentations, and works of any similar nature (whether or not copyrighted)
winich are specified to be delivered under this contract. The term does
not incluvde financial reports, cost analyses and other information

incidental to contract administration.

(b) Subjedt to the proviso Qf (c) below, the Government may duplicate,
uce, and disclose in any manner amd for any purpose whatsoever, and have
others so do, all Subject Date delivered under this contract,

(c) The Contractor agrees to and does hereby grant to the Government,
and to its officers, agents, and employees acting within the scope of
their official duties, a royalty-free, non-exclusive and irrevocable license
thronghout the world, to publish, translate, reproduce, deliver, perform,
dispese of, and to authorize others so to do, all Subject Data now or
hercafter covered by copyright; PROVIDED that with respect to such Subject
Data not originated in the performance of this contract but which is incor-
porated in the work furnished under this contract such license shall be
only to the extent that the Cont-actor, its employees, or any individual or
concern specifically employed or assigned by the Contractor to originate and
prepare such Data under thiscontract, now has, or prior to completion or
final settlement of this contract may acquire, the right to g rant such
license without becoming liable to pay compensation to tothers solely
because of such grant.

(d) The Contractor shall exert all reasonable effort to advise the
Contracting Officer, at the time of delivery of the Subject Date furnished
under this contract, of all invasions of the right of privacy contained
therein and of all portions of such Data copied from work not composed or
produced in the performance of this conteact and not licensed under this
clause,
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(e) The Contrector shall report to the Contracting Officer, promptly
and in reasonable writiten deteil, each notice or claim of copyright
infringement received by the Contractor with respect to a2ll Subject
Date delivered under this contract.

(f) Nothing contained in this clause shall imply a license to the
Government under any patent or be construed as affecting the scope of
any license or othcr right otherwise granted to the Government under any
patent.

(g) The Contrnctor shall not affix any restrictive markings upon
any Subject Dats, and if such merkings are affixed, the Government shall
have the right at any time to modify, remove, obliterate or ignore any
such marxing.

27. MILITARY SECURITY REQUIREMENTS (ASPR 7-104,12)

(a) The provisions of this clause shall apply to the extent that.this
contract involves access to security information classified "Confidential
inciuding "Condidential--Modified Handling Authorized" or higher.

(b) The Government shall netify the Contractor of the security
classifcation of this contrict and the elements thereof, and of any
subsequent revisions in such becurity classification, by the use of a
Security Requirements Check List (DD Form 254).

(¢) To the extent the Government has indicated as of the date of
this contract, or thereafter indicates, security classification under this
contracv as provided in paragrapi (b) above, the Contractor shall safe-
guard all classified elements of this contract and shall provide and
maintain a system of security controls within its own organization in
accordance with the requirements of:

(1) the Security Agreement (DD Form LL1), including the Department of
Defense ndustrial Security Manual for Safeguarding Classified Information
as in effect on date of this contract, and any modification to the
Security Agreement for the pumpose of adapting the Manual to the Con~
tracter's business; and

(i1) any amendments to daid Manual made after the date of this contract,
notice of which has been furnished to the Contractor by the Security Office
of the Military Department having security cognizance over the facility.

(d) Representatives of the Military Department having security cog-
nizance over the f acility and representatives of the contracting Military
Department shall have the right to inspect at reasonable intervals the
procedures, methods, and facilites utilized by the Contractor in complying
with the security requirements under this contract. Should the Government,
through its authorized representative, determine that the Contractor has not
complied with such requirements, the Government shall inform the Contractor
in writing of the proper actions to be taken in order to effect compliance
with such requirements, :
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(e) 1If, subsequent to the date of this contract, the security
clagsification or requirements under this contract are changed by the
Govermment as provided in this clause and the security costs under this
contract are thereBy increased or decreased, the contract price shall be
subject to an equitable ndjustment by reason of such increased or decreased
costs. Any equitable adjustment shall be accomplished in the same manner
as if such changes were directed under the "Changes" clause in this contract.

(f) The Contractor agrees to insert, in 211 subcontracts hereunder
vhich involve access to classified security information, provisions which
shall conform substantially to the longuage of this clause, including this
paragraph (£f) but excluding the lost sentence of paragraph (e) of this

cluusa,

() The Contbactor also agrees that it shall determine that any
subcontrator propsed by it for the furnishing of supplies and services
which will involve access to classified information in the Contractor's
cusiody has been granted an appropriate facility security clearance, which
is still in effect, prior to being accorded access to such classified
informatiocn.

28, UTILIZATION OF SMALL BUSINESS CONCERNS (ASPR 7-10L.1kL)

{2) It is the policy of the Government 2s declared by the Congress
that a fair proportion of the purchases and contracts for supplies and
services for the Government be placed with small business concerns,

(b) The Contractor agrees to accomplish the maximum amount of subcon-
tracving to small business concerns that the Contractor finds to be
consisteni, with the efficieént performance of this contract,

29. EXAMINATION OF RECORDS (ASPR 7-10L.15 mod.)

(2) The Contractor agrees that the Contracting Officer cr any of
nis duly authorized representatives shall, until the expiration of three
v2ors after final payment under this contract, have access to and the right
to examine any directly pertinent books, documents, papers and records of
the Contractor involving transactions rclated to this contract.

(b) The Contractor further agrecs to include in all his subcontracts
hereunder a provision to the effect that the subcontractor agrees that
the Contracting VUfficer or any of his duly authorized representatives shall,
until the expiration of three years after final payment under the sub-
contract, have access to and the right to examine any directly pertinent
books, documents, papers, and records of such subcontractor involving
transactions related to the subcontrsct. The term "subcontract" as used
in this clause excludes (i) purchase orders not exceeding $1,000 and
(ii) subcontracts or pumchase orders for public utility services at
rates established for uniform applicability to the general public.
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30. GRATUITIES (ASPR 7-10L.16)

(a) The Government may, by written notice to the Contractor,
terninate the right of the Contractor to proceed under this contract
if it is found, after notice and hearing, by the Secretary or his duly
authorized representative, that gratuities (in the form of entertainment,
gifts, or otherwise) were offered or given by the Contractor, or any A
agent or representative of the Contractor, to any officer or employee of
the Government with a view toward securing a contract or securing favorable
treatment with respect to the awarding or amending, or the making of
any determinations with respect to the performing of such contract;
PROVIDED, that the existence of the facts upon which the Secretary or
his dily authorized representative makes such findings shall be in
Zssue and may be reviewed in any competent court.

(b) In the event this contract is terminated as provided in paragraph
(a) hereof, the Government shall be entitled (i) to pursue the same
remadies against the Contr:ictor as it could pursue in the event of a
breach of the contract by the Contractor, and (ii) as a penalty in addition
to any other damages to which it may be entitled by law, to exemplary
damages in an amount (as determined by the Secretary or his duly authorized
representative) which shall be not less than threc nor more than ten times
the costs incurred by the Contractor in providing any such gratuities
to any such officer or employee,

(2) The rights and remedies of the Government provided in this
clause shall not be exclusive and are in addition to any other rights
and remedics provided by law or undcr this contract.

31. CONVICT IABOR (ASFR 7-10L.17)

In comnection with the performance of work undcr this contract,
the Contractor agrees not to employ any person undergeing sentence of
imprisonment at hard labor.

32, NOTICE TO THE GOVERMENT OF LABOR DISPUTES. (ASPR 7-105.3)

Whenever the Contractor has knowledge that any actual or potential
lebor dispute is delaying or threatens to delay the timely performance of
this contract, the Contractor shall immediately give notice thereof,
including all relevant informetion with respect thereto, to the Contracting
Officer,

33. MATERIEL INSPECTION AND RECEIVING REPORT (ASPR 7-105.7)

At the time of each delivery under this contract the Contractor shall
prepare and furnish to the Government, in the manner and to the extent
rcquired by the Contracting Officer, a Materiel Inspection and Receiving
Report (DD Form 250 or comparable form). The government shall furnish
the required forms to the Contractor upon request.
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N 34, SUBCONTRACTS (AFPI 7-L030)

No contract shall be made by the contractor with any other party
for furnishing any of the completed or substantially completed articles,
spare paPts, or work, herein contracted for, without written approval
of the Contracting Officer as:to sources.

35. SUBCONTRACTS (AFPI 7-LOL2)

If this contract providés for price redermination, the following
additional provisions shall apply to subcontracts:

(a) The Contractor shall give specific advance notification to
the Contracting Officer of any proposed subcontract hereunder which (1)
is on a cost or cost-plus-a-fixed~fee basis, or (2) is on a fixed-price
basis exceeding in dollar amount either 425,000 or five percent (5%)
of the total amount of this contract.

(6} The Contractor shall not, without the prior written consent of
Contracting Officer, place any subcontract which (1) is on a cost or cost-
plus-a~fixed-feec basis, or (2) is on a fixed-price basis exceeding in
dollar amount either $25,000 or five (5%) of the total amount of this
contract or (3) provides for the fabrication, purchase, rental, installation
or other acquisition, of any item of industrial facilities, or of special
tooling having a value in excess of ¥1,000,or (L) is on a time-and-material
or labor-hour basis. The Contracting Officer may, in his discretion, ratify
in writing any such subcontract; such action shall constitute the consent
of the Contracting Officer as required by this paragraph (b).

(¢) The Contractor agrees that no subcontract placed under this
contract shall provide for payment on a cost-plus-a-percentage-of-cost
basis,

(d) The Contracting Officer may, in his discretion, specifically
approve in writing any of the provisions of a subcontract. However, such
approval or the consent of the Contracting Officer obtained as required
by this clause shall not be construed to constitute a determination of the
acceptability of the subcontract price, unless such appreoval specifically
provides that it constitutes a determination of the acceptability of the
subcontract price.

(e) The Contracting Officer may approve all or any part of the
Contractor's purchasing system and from time to time rescind or reinstate
such approval. Such approval shall be deemed to fulfill the requirements
for obtaining the Contracting Officer's consent to subcontracts as
prescribed in paragraph (b) above.

36. AIRCRAFT IN THE OPEN (ASPR 16-LOL)

(a) Subject to the definitions and limitations prescribed in this
clause, the Government assumes the risk of damage to or loss or «destruction

of aircrafts in the open; PROVIDED, that such damage, loss, or destruction
is caused by any of the following perils:
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(i) Fire, lightning, windstorm, cyclone, tornado, hail; explosion;
riot, riot attending a strike, civil commotion, vandalism and malicious
mischief; sabotage; aircraft or objects falling therefrom; wehicles
running on land or tracks, ex¢tuding vehicles owned or operated by the
Contractor or any agent op employee of the Contractor; smoke; earthquake
or volcanic eruption; fload, meaning thereby rising of a body of water;
hostile or warlike action,,inéluding action in hindering, combating, or
defending against an acttal; impending or expected atback by any government
or soveredgn power (de jure op de facto), or by any authority using military,
naval, or air forces, or by any agent of any such government, power,
authority, or forces; or .

(ii) Other peril of a type not listed above, if such other peril is
customarily covered by insurance (or by a reserve for self-insurance) in
accordance with the normzl practice of the Contractor, or a prevailing
practice in the industry in which the Contractor is engaged with respect
to similar property.

(b) For purposes of this tlauses

(i) The term M"Aircraft" megns the aircraft to be furnished to the
Government under this contract, including complete aircraft; and aircraft
in the course of manufacture of modification, including engines, instru-
ments, subassemblies, parts, and equipment installed therein, or in
process of installation, and all uninstalled property withdreawn from
stores for installation in aircraft in the open or temporarily removed
frem such aircraft, provided such uninstalled property is in the open.,

(i1) The term Min the open" means located wholly outside of
buildings or roofed structures,

(¢) The Government's obligation urider this clause shall extend only
to aircraft in the open under conditions approved by the Contracting Officer,
and shall not extend to the follewing:

(i) 1loss, destruction, or damage resulting from failure &f the
Contrastor, due to willful misconduct or lack of good faith of any of
the Contractor's managerial personnel, to maintain and administer a program
for the maintenance, ,repair, protection, and preservation of aircraft in
the open, in accordance with sound industrial practice. The term
"Contractor's managerial personnel" means the Contractor's directors, officers,
and any of its nanagers, superintendents, or other equivalent representatives
who have sppervision or direction of a2ll or substantially all of the
Contractor!s business, or all or substentially all of the Contractor's
operation at any one plant or separate location at which this contract is
performed, or a spparate and complete major industrial operation in
connection with the performance of this contract;

(ii) loss, destruction or damage tc aircraft in the Possession or con-
trol of any subcontractor, cxcept to the extent that the subcontract, with
the approval of the Contracting Officer and consistent with this clause,
may otherwise provide.

FP or PR )
1 July 58 ~28-

Sanitized Copy Approved for Release 2011/01/04 : CIA-RDP89B00709R000200450005-3



w©

Sanitized Copy Approved for Release 2011/01/04 : CIA-RDP89B00709R000200450005-3

(@) The Contractor warrants that the tontract price does not and will
not include any charge or reserve for insurance (1nclud1ng self-lgsurance
funds or reserves) covering damage to or loss or dgstructlon of aircraft
in the open caused by any of the perils set forth in paragraph (2) hereof,

(e) In the event of damage to or loss or destruction of aircraft
in the cpen, the Contractor shall take all reasonable steps to protect
such aircraft from furbther damage, separage damaged and undamaged aircraft,
out all aircraft in the best possible order, and furnish to the Contracting

Officer a statement of:
(i) the lost, destroyed, or damaged aircraft;
(ii) the time and origin of the loss, destruction, or damage;

(iii) all known intereste in commingled property of which aircraft
in the open are a part;

(iv) the insurance, if any, covering any part of the intcrest in
such commingled property. ‘

The Contractor shall be reimbursed for expenditures made by it in
performing its obligations under this paragraph, to the extent approved
by the Contracting Officer and this contrect shall be modified in

writing accordingly.

(f) If prior to acceptance by and delivery to the Government any
aircraft in the open is lost, destroyed, or damaged due to any of the
perils set forth in paragraph (a) hereof, the Government may, urless
otherwise provided in this contract, elect to require that such aircraft
be replaced by the Contractor or restored by the Contractor to the condition
in which it was immediately prior to such damage. If the Govermment
requires the aircraft to be replaced or restored, an équitable adjustment
shall be made in the amount due under this contract and in the time
required for its performance, and this - ccatract shall be modified in
writing accordingly. Alternatively, the Government may elect to terminate
this contract as to any such lost, destroyed, or damaged aircraft, and
in that event the rights of the parties shall be as provided in the clause
entitled Termination for Convenience of the Government.

(¢) In the event the Contractor is at any time reimbursed or com-
pensated by any third person for any damage to or loss or destruction cof
any aircraft in the open caused by any peril set forth in paragraph (a)
hereof for which the Contractor has been compensated by the Government, it
shall equitably reimburse the Govermment., The Contractor shall do nothing
to prejudice the Governmentls rights to recover against third parties for
any stch loss, destruction or damage and, upon the request of the Contracting
Officer, shall at the Government's expense, furnish to the Government all
reascnable assistance and cooperation (including the prosecution of suit and
the executicn of instruments of assignement or subrogation in favor of the
Government) in obtaining recovery.
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(h) Any loss or destruction of, or damage to, property furnished
0 by the Government will be governed by the clause of this contract
entitled "Government~-Furnished: Property," to the extont that such clzuse
is, by its tcrms, applicable. .

(i) Any loss, or destructicn of, or damage to, aircraft occurring
in comnection with operations of said aircraft will be governed by the
clause of this contract entitled "Flight Risk," to the extent that such
clause is, by its tcrms, applicdble, ’

37. INSPECTION AND AUDIT (AFRI 7-4023)

(2) The Contractor agrees that its bocks and records and its plants,
or such part thereof as may be ‘engaged in the performance of this contract,
shall at all reascnable times be subject to inspection and audit by
any authorized representative of the Departmert,

(b) The Contractor shall cause a like provision to be included
in ali subcontracts hercunder.

38. COVERNMENT=FURNISHED PROPERTY (ASPR 13-502)

(a) The Govermnment shall deliver to the Contractor, for use in
connection with and under the terms of this contract, the property d escribed
in the Schedule or specifications, together with such related data and
information as the Contractor may request and as may reasonably be required
for the intended use of such property (hereinafter referred to as
"Government-furnished Broperty"). The delivery or performance dates for
the supnlies or services to be furnished by the Contractor under-this
contract are based upon the expectation that Govermment-furnished Property
suitable for use will be delivered, to the Contractor at the times
stated in the Schedule or, if not so stated, in sufficient time to enable
the Contractor to mdet such delivery or performance dates. In the event
that Government-furnished Property is not delivered to the Contractor by
such time or times, the Contracting Officer shall, upon timely writ
request made by the Contractor, make a determination of the delay occasioned
the Contractor thercby, and shall equitably adjust the delivery or
performance dates or the ccntract price, or both, and any other contrectual
provisicns affected by such delay, in acccrdance with the procedures
provided for in the clause of this contract entitled "Changes." In the
event the Government-furnished Prcperty is received by the Contractor in
a condition not suitable for the intended use bhe Contractor shall, upon
receipt therecf, notify the Contracting Officer of such fact and, as directed

- by the Contracting Officer, either (1) return such property at the Government's
expense or otherwise dispose of the property, or (ii) effect repairs or
modifications, Upon the completion of (i) or (ii) above, the Contracting
Officer upon written request of the Contractor shall equitably adjust the
delivery or performance dates or the contract price, or both, and any other
contractual provisions affected by the rejection or disposition, or the

repair or modification, in accordance with the procedures provided for

in the clause of this controct entitled "Changes." The foregoing provisions
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. for adjustment are exclusive and the Government shall not be liable to suit

for breach of contract by reason of any delay in delivery of Covernment-
furnished Property or delivery of such property in a condition not
suitable for its intended use.

(b) By notice in writing the Contracting Officer may decrease the
property furnished or to be furnished by the Government uncer this
contract. In any such case, the Contracting Officer upon the written
of the Contractor shall equitably adjust the delivery or pefformance
cates or the contract price, or both, and any other contractual pro-
visions affected by the decrease, in accordance with the procedures
provided for in the clause of this contract entitled "Changes."

(e) Title to the Government-furnished property shall remain in the
Government. Title to Government~furnished property shall not be affected
by the incorporaticn or attachment thereof to any property not owned by
the Gevernment, nor shall such Govermment-furnished property, or any port
therecof, be or become a fixture or lose its identity as personalty by
reason of affixation to any realty. The Contractor shall comply with
the provisions of the "ianual for the Control of Government Property in
the Possession of Contractors" (Appendix B, Armed Services Procurement
Regulation) as in effcct on the date of the contract, which Manual is
hereby incorporated by reference and made a part of this contract

(Rev, No. 33, 5/1L/58.)

(d) The Government-furnished property shall, nuless otherwise
provided herein, be used only for the performance of this contract,

(e) The Contractor shall maintain and administer, in accordance
with sound industrial practice, a program for the maintenance, repair,
protection anc preservation of Govermment-furnighed property, until
dieposed of by the Contractor in accordance with this clause. In the
event that any damage occurs to Govermment-furnished Brcperty the risk
of which has been assumed by the Govermment under this contract, the
Covernment shall replace such items or the Contractor shall make such
repair cf the property as the Govermment directs; provided, however, that
if the Contractor camnot effect such repair within the time required,
the Contractor shall dispose of such property in the mamner directed by
the Cuntracting Officer, The contract price includes no compensation
to the Contractor for the performance of any rcpair or replacement for
which the Government is repponsible, and an equitable adjustment will be
made in the contract price for any such repair or replacement of Government-
furnishec property made at the direction of the Government. Any repair
or replacement for which the Contractor is responsible under the provisions
of this contract shall be accomplished by the Contractor at its own expense,

(f) (i) Bxcept for loss, destruction,or damage resulting from a -
failure of the Contrrctor, due to willful misconduct or lack of good faith
of any of the Contractor's managcrial personnel as defined herein, to
maintain and ~administer the program for the maintenance, repair, protection
and preservation of the Covernment-furnished property as required by
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paragraph {e) herecf, and except as specifically provided in clause (s)

o o b 4 o o W . of this contract or in the clause or clauses of this
contract designated in the Schedule, the Contractor shall not be liable

Zor loss or destruction of or damage tc the Government-furnished property

(&) caused by any peril while the property is in transit off the Contractor(s
premises, or (B) caused by any of the following perils while the property

is on the Contractor's or subcontractor's premises, or an any other

premises where such property may properly be located, or by removal there-
frem because of any of the following perils:

(I) Fire; lightning; windstorm, cyclone, tornado, hail; explosion;
riot, riot attending a strike, civil commotion; vandalism and malicicus
nischilef; sabotage; aircraft or objects falling therefrom; vehicles running
on land or tracks exclusing vehicles owned or opcrated by the Contractor
cr any agent or émployee of the Contractor; smoke; sprinkler leakage;
earthquake or volcanic eruption; flood, meaning thereby rising of a body
of water; hestile or warlike acticn, including action in hindering, combating,
or defending against an actual, impending or expectedaattack by any
gevernment or sovereign power (de Jure or de facto), or by any authority
using military, naval, or air forces, or by an agent of any such fFovernment,
powery authority, cr forces; or ’

(ii) Other peril, of a type not listed above, if such other peril is
customarily covered by insurance (cr by a reserve for self-insurance) in
accorcdance with the normal practice of the Contractor, or the prevailing
practice in the industry in which the Contractor is engaged with repsect
to similar property in the same general locale.

The perils as set forth in (A) and (B) above are hereinafter called
"excepted perils,"

This clause shall not be construed as relieving a subcontractor from
licbility for loss or destruction of or damage to the Government-Furnished
preoperty while in its possession or centrol, except to the extent that
tie subcontract, with the prior approval of the Contracting Officer, may
provide for the relief of the subcontractor from such liability. In the
absence of such approval, the subcontract shall contain appropriate pro-
visicns requiring the return of all Government-Furnished property in as
good condition as when received, except for reasrnable wear and tear or
for the utilization of the property in accordance with the provisions
of the prime contreect,

The term "Contractor!s managerial personnel" as used herein means
the Centractor's directors, officers and any of its managers, superintendents,
or other equivalent representsatives who have supervision or direction of
(I) 211 or substantially all of the Contractor's business; (I1)all or
substantially all of the Contractor's operation at any one plant or
separate location at which the contract is being performed; (I1I) a
separate and complete major industrial operation in ccnnection with the
performance of this contract, :
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(ii) The Comtractor represents that it is not inéluding in the price
hereunder, and agrees that it will not hereafter include in any price to
the Government, any charge or reserve for insurance (including self-
insurance funds or reserves) covering loss or destruction of or damage to
the Governmentefurnished preperty caused by any excepted peril,

(iii) Upon the hapnening of loss or destruction of or damage to any
Government-furnished property caused by an excented peril, the Contractor
shall notify the Contracting Officer thercof, and shall communicate with
the Loss and Salvage Organization, if any, now or hereafter designated
by the Ccntracting Officer, and with thc assistance of the Loss and Sal-
vage Organization so designated (unless the Contracting Officer has
dirgcted that no such organization be employed), shall take all reasonable
steps to prctect the Government-furnished property from further damage,
separate the damaged and undamaged Govermment-furnished property, put 21l
the Government-furnished preperty in the best possible order, and furnish
to the Contracting Officer a statement cf: (4) the lost, destroyed and
camaged Government-furaished property (B) the time and origin of the loss,
destruction or damage, (C) 211 known interests in commingled property of
which the Govermment-furnished property is a part, and (D) the insurance,
if any, covering any part of or interest in such commingled property. The
Contracter shall be reimbursed for the expenditures made by it in performing
its obligaticns under this subparagraph (iii) (including charges made to
the Contractor by the Loss and Salvage Organization, except any of such
the payment of which the Government has, at its option, assumed directly),
to the extent approved by the Contracting Officer and set forth in a
Supplemental Agrecment.

(iv) With the apvuroval of the Contracting Officer after loss of
destruction of or damage to Govermment~furnished property, and subject to
such conditions and limitations as mgy be impcsed by the Contracting
Cfficer, the Centractor may, in order to minimize the loss to the Gov-
ernment ¢r in order to permit resumptiocn of business or the like, sell
for the account of the Government any item of Government-furnished
property which has becn damaged beyond practicable repair, or which is
3¢ comningled or combined with property of others, including the Ccntrac-
tor, that separation is impracticable,

(v)  Except to the extent of any loss or destruction of or damage to
Covernment~furnished property for which the Contractor is relieved of
liability under the foregeing provisicns of this clause, and except for
reascnable wear and ter or depreciation, or the utilization of the Gov-
ernment-furnished property in accordance with the provisions of this con-
tract, the Government-furnished propetty (other than property permitted
te be sold) shall be returned bo the Government in as good condition
a8 when received by the Contractor in connection with this contract, er
as repaired under paragraph (e) above,
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(vi) In the event the Contraector is reimbmrsed or compensated for
any loss or destruetion of or damage to the Government-furnikhed propetty,
causcd by an excepted peril, it shall equitably reimburse the Government,
‘he Contractor shall do nothing to prejudice the Government's rights to
recover against third parties for any such loss, destruction op damage and,
upon the request of the Contracting Officer; shall at the Government's
expense, furnish to the Government all reasonable assistance and ccopera-
tion (including the prosecution of suit and the execution of instruments
cf assignment in favor of the Government) in obtaining recovery. In
addition, where a subcontractor has not been relieved frem liability for
any loss or destruction of or damage to the Government-Furnished property,
the Contracter shall enforce the liability of the subcontractor for such
loss or destruction of or damage to the Covernment-Furnished property for
the benefit of the Government,

(vii) (Where applicable)j In the event any aircraft are to be
furnished uncder this contract, any loss or destruction,of, or damage to,
such aircraft or other Govermnment-furnished preperty occurring in connection
with operations of said aircraft,will be governed by the clause of this
contract captioned "Flight Risks), to the extent such clause is, by its
terms, applicable. ‘

(g) The Government shall at 2ll reascnable times have access to the
premises wherein any Government-furnished property is located.

(h) Upen the completion of this contract, or at such earlier date as
may be fixed by the Centracting Officer, the Contractor shall submit, in
a form acceptable to the Contracting Officcr, inventory schedules covering
all items of Govermment-furnished property not consumed in the performance
of this contract (including any resulting scrap), or not theretofore
delivered to the Government, and shall deliver or make such other disposal
of such Government-furnicshed preperty, as may be directed or authorized
by the Centracting Officer. The net proceeds of any such disposal shall be
credited to the contract price or shall be paid in such other manner as the
Contracting Officer may direct.

(1) Directions of the Contracting Officer and communications of the
Contractor shall be in writing,
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